M NUTES

MONTANA SENATE
57th LEG SLATURE - SPECI AL SESSI ON
COWM TTEE ON TAXATI ON

Call to Order: By CHAIR BOB DEPRATU, on August 10, 2002 at

P.M, in Room 152 Capitol.
ROLL CALL

Menbers Present:
Sen. Bob DePratu, Chair (R
Sen. Alvin Ellis Jr., Vice Chair (R
Sen. John C. Bohlinger (R)
Sen. Mack Cole (R
Sen. Pete Ekegren (R
Sen. Jon Ellingson (D)
Sen. Bill daser (R
Sen. Dan Harrington (D)
Sen. Emily Stonington (D)

Menmber s Excused: None.
Menmbers Absent: None.

Staff Present: Lee Heinman, Legislative Branch
Deb Thonpson, Committee Secretary

Pl ease Not e: These are sunmary mnutes. Testinony and
di scussi on are paraphrased and condensed.

Comm tt ee Busi ness Summary:
Hearing(s) & Date(s) Posted: SB 31, 8/23/2002
Executive Action: SB 31

HEARI NG ON SB 31

Sponsor : SEN. M KE SPRAGUE, SD 6, Billings
Proponents: None
Qoponent s: None

Openi ng St at emrent by Sponsor:

12: 30
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SEN. M KE SPRAGUE, SD 6, Billings, explained the bill was a
conceptual idea for a seasonal sales tax. He gave the committee
sone information. EXH Bl T(tas06a0l) He was advised to introduce

the bill in the special session so that if they ran into a train
wreck there would be a vehicle available. He advised it could be
enacted here and inplenented in April. He explained the handouts

showed that 75% of tourists are here in a six-nonth period. The
theory was to tax themwhile they're here. He also said he had a
grandi ose idea to apply all the noney relative to the Governor's
plan. He was infornmed that would be a revenue bill and woul d
have to originate in the House. He then decided to put all the
nmoney in the general fund.

Pr oponents' Testi nony: None.

Opponents' Testi nony: None.

Questions from Commttee Menbers and Responses:

SEN. JON ELLI NGSON advi sed he |iked the idea of a seasonal sales
tax. He expected it to be brought forward in the regular session
to continue discussion. He liked the feature that Montanans
coul d make their purchases during the nonths that tax was not

i nposed.

SEN. SPRAGUE said he got to thinking he didn't want to pick on
boat deal ers.

SEN. MACK COLE asked if it was a better tax than the val ue added
tax SEN. COLE had introduced a few years ago.

SEN. SPRAGUE said he thought it had a | ot of value and that
sooner or |ater there would be a sales tax and he had supported
t hem ever since he was here. He said in talking to people, they
realize that there are many out of state cars on the highways.
Recogni zing a timng problemw th past sales tax ideas, he said
there was a wwndow in tinme nowin a time of energency.

SEN. JOHN BOHLI NGER asked about the exenptions in the bill and
wonder ed what woul d be taxed.

SEN. SPRAGUE said all of the | anguage was taken out of a previous
bill. There was a consensus in working on that previous bil

that those were untouchables. He said it was a laundry |ist of

hi st ori cal exenptions.

SEN. BOHLI NGER asked with all of the exenptions in, if the tax

was i nposed when the fish are biting in June, July and August,
what sort of revenue mght be anticipated fromthe bill.
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SEN. SPRAGUE sai d $400 and $500 million in the sixth nonth period
wer e nunbers that had been kicked around relative to the
exenptions. He said 2/3 of it could be collected in the three
nmont h peri od.

SEN. BOHLI NGER advi sed he |iked what was being brought forward
and would like to see further discussion. He wondered if SEN
SPRAGUE woul d entertain a notion to inpose this tax only in June,
July and August and see if it could be brought to the floor.

SEN. SPRAGUE asked if he neant |egislators would enact this and
SEN. BOHLI NGER sai d absolutely. SEN. SPRAGUE said he thought
that was a great idea. |If it was an energency fix for an
energency problem three nonths would be better than no nonths
and it mght even be a good inplenmentation practice session. In
hi s opi nion, 95% of business people were honest as tax
collectors. It was his opinion the crisis would |ast 3-5 years.

SEN. BOHLI NGER said he did not deny the electorate the
opportunity to set aside any piece of |egislation that m ght be
enacted and thought that was one of the wonderful features of our
constitution. But he thought that as elected representatives of
t he people, that they should have the courage to bring forward

| egi slation that would neet with approval. He said he would like
to provide an anmendnent to SB 31 to inpose the tax only in the
nmont hs of June, July and August.

CHAI RVAN BOB DePRATU expressed a definite conflict of interest as
a business person. He thought the consequences for every

busi ness that sells a product for $500 or nore ought to be

consi dered. He gave the exanple of his autonobile business and
the cost of sales. The tax would add $1000 additional cost to

t he average sale price of a car. For $1000 the custoner in al

i kel i hood would wait and sales would drop by 90% |If sales were
dropped by 90% for six nonths, they would not be able to maintain
their enployees. After the six nonth period, they would probably
sell a lot of vehicles, but realistically they would need nore
enpl oyees to handl e the added business. He felt 20-25% of |arge
ti cket businesses woul d be pushed into bankruptcy. 1In three or
four years, those wth reserves would choose to |iquidate their
busi nesses to maintain their equity fromtheir reserves and the
big ticket places would be destroyed.

SEN. BOHLI NGER t hought those were good reasons to exenpt
aut onobi | es.

CHAI RVAN DePRATU said he neant all big ticket itens.
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SEN. BOHLI NGER t hought the exenptions should include big ticket
itens in the seasonal sales tax. He would not want tax inposed
t hat woul d cause businesses to fail.

SEN. SPRAGUE asked Lee Hei man, Legislative Fiscal Division, if
the word durabl e goods captured all of that.

M. Hei man explained that in the cost of living i ndexes they
define those types of itens.

SEN. ELLI NGSON sai d CHAI RVMAN DePRATU had gi ven a usef ul
perspective. He wanted to |ook at the issue further and was
unconfortable with trying to rush sonething through

SEN. EM LY STONI NGTON asked SEN. SPRAGUE if he would work with
the departnent. She said she was on the Governor's tourist tax
advi sory council and said they were also dealing with the probl em
of exenptions. She said she endorsed the bill when MACo was
working on it. The bill had the potential to nake up the revenue
needed if there was an incone tax reduction and the additional
revenue that woul d be needed in the general session.

SEN. SPRAGUE advi sed that his original goal was that the bil
woul d be inplenented two years down the road.

Cl osi ng by Sponsor:

SEN. SPRAGUE cl osed on the bill.

EXECUTI VE ACTION ON SB 31

Motion: SEN. STONI NGTON noved that SB 31 BE TABLED

SEN. BILL GLASER advi sed that the chart was an eye opener and
very worthwhile to have. He said he would nake use of it.

Vote: Mdtion that SB 31 BE TABLED passed unani nously.
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ADJ OURNVENT

Adj ournnment: 1:05 P. M

SEN. BOB DEPRATU, Chair

DEB THOWPSON, Secretary

BD/ DT
EXHI Bl T(t asO6aad)
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